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Production Cost per Unit (CPU)

Based on the expected sales, the Production Cost per Unit (CPU) is 3.00 K.D according to the analysis below.
Cost:
(1) 1.5 K.D: Cost per Bottle 
(2) 0.5 K.D: Overhead “Fixed Cost”
· 0.2 K.D: Equipment Expenses
· 0.3 K.D: Office Rent Expenses
(3) 1.0 K.D: Salesman Bonus for First Sold Bottle
Production Cost per Unit: 3.00 K.D
Price per Bottle: 8.00 K.D
Profit per Bottle: 5.00 K.D
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Distribution System

Selling the product directly rather than selling it by retailers is our distribution system based on the analysis below.
Distribution System Plan:
Since our product is unique and we are the only sellers, it is good to benefit from this by selling the product directly. If we expect customers to come to us, the location is critical. Location includes ease of access and such things as parking and proximity to other businesses that attract the segments we are targeting, elderly.
Since elderly, people older than 50, have some difficulties we should not focus on our store location since we will deliver the product to them directly. They simply call somehow, and we deliver.
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Customer Lifetime Value (CLV)

Based on the expected sales, cost and profit, the Customer Lifetime Value (CLV) is 600.00 K.D according to the analysis below.
CLV:
· Production Cost per Unit: 3.00 K.D
· Price per Bottle: 8.00 K.D
· Profit per Bottle: 5.00 K.D
· Lifetime: 10 years
5.00 KD x 12 months = 60.00 KD “Customer Value per Year”
60.00 KD x 10 years = 600.00 KD “Customer Lifetime Value”
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New Customer Acquisition Cost

Based on the expected sales, cost, profit and the analysis below, to acquire new customers a free bottle is free whenever a customer purchases a package of 11 bottles.
Analysis:
According to our average customer’s lifetime value, we judge how much we can spend to acquire a customer.
· Customer Lifetime Value: 600.00
Goals:
· Acquire a customer!
Rules:
· Keep price to imply quality
· Assure profit is around 5.00 KD
To achieve our goals by the rules above, we may do the following:
12 bottles a year (2 capsules per day x 30 days a month = 60 capsules = 1 bottle a month, 12 bottles per year). So:
· If a customer purchases a package of 12 months, the price would be for 11 bottles only. Old price: 96 KD per year. New price: 88 KD per year.
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Pricing Strategy and Tested Price

Based on the expected sales, cost, profit and the analysis below, product price is 8.00 KD per bottle.
Analysis:
We have to consider the following:
· Our product is better than the competition “Charge More”
· The price difference, customer pay more for better product “Charge More”
· Keep the product alive “Charge Fairly”
Cost per Unit: 3.00 KD
Price per Unit that Satisfies considered rules above: 8.00 KD
Profit: 5.00 KD per Unit
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Breakeven (B/E) Point

The breakeven point is 91 units according to the analysis below.
Analysis:
Given numbers:
· Monthly Fixed Cost (FC): 500.00 KD
· Price per Bottle: 8.00 KD
· Variable Cost: 2.5 KD “not 3.00 KD since 0.5 was calculated as fixed cost”
Breakeven Point = FC / ( P – VC )
Breakeven Point = 500.00 KD / ( 8 – 2.5 ) = 91 Units

